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PENNICHUCK EAST UTILITY, INC.

G. Contributions in Aid of Construction (CIAC) payments Tax

The formula for calculating the tax costs associated with CIAC is as
follows:

» Plant or Equipment Tax Cost = ((CIAC - [CIAC*(1/Tax Life)*.5]) /
(1-Current Effective Tax Rate)) — CIAC value

» Land or Cash Tax Cost = ((CIAC)/(1-Current Effective Tax Rate))
— CIAC value

= CIAC Gross Up Rate = Tax Cost/CIAC value

=  Current Effective Tax Rate = Current BPT Rate + (Current
Federal Tax Rate * (1 — Current BPT Rate))

EXAMPLES:

The following examples describe how this calculation is made based on pro-
forma property value of $1,000 and using, for example purposes only, tax
rates effective as of January 1, 2019. These examples are for
demonstrative purposes only — actual tax rates and property values
are subject to change and will be determined at the time the CIAC
payment is caicuiated.

Information about the Federal Corporate Tax Rate as of January 1,
2019 can be found at https.//www.irs.qov/pub/irs-pdf/p542.pdf.

Information about the State of NH BPT rate can be found at
https://www.revenue.nh.gov/transparency/business-tax.htm.

o Effective Tax Rate (as of 1/1/2019): .077+(.21*(1-.077) = 27.08%

e Contributed plant or equipment example;
Tax Cost: ($1,000-[$1,000%(1/25)*.5]/(1-.2708) — $1,000 = $343.94
CIAC Tax Rate: $343.94/$1,000 = 34.39%

e Contributed land or cash example:
____Tax Cost: ($1,000/(1-.2708)) — $1,000 = $371.37
CIAC Tax Rate: $371.37/$1,000 = 37.14%
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